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Introduction
The economic transformations of modern industrial societies have changed the labor markets in terms of industrial relations and occupational structure. The transformation of the traditional welfare state, the deregulation of the labor markets, the technological change and the reorganization of industrial structures influenced strongly the attitude of individuals towards their preferred labor contract. The structural change of the occupational structure was one of the results of this tendency. In particular the self-employed as entrepreneurs and freelancers (liberal professions) have been affected and are a driving factor of labor market changes.
The increasing varieties of occupations among the self-employed and freelancers influenced strongly their income distribution. In our study we concentrate on the income distribution of self-employed as entrepreneurs and freelancers in different European countries in the 80ies and in the 90ies. Based on the Luxembourg Income Study (LIS) we analyze five different European countries and the United States structured by different types of welfare states according to Esping Anderson. We analyze income distributional aspects, inequality decompositions in occupational groups à la Shorrocks, and re-distributional effects of the tax and transfer systems.
Though there are numerous international income distributional ana lyses (Hauser and Becker 2000 Smeeding and Gottschalk 2000 , Förster 1993 Beblo and Knaus 2001 e.g. particular for Euroland,) , all of them traditionally certainly look on different occupational groups, mainly the employees, but none of them -as to the best of our knowledge -focus on the selfemployed and in particular on the freelancers (liberal professions).
Income inequality of all active people increased in the majority of the industrialized countries within the last two decades (cp. Smeeding 2000 Hauser 1995, 2001 e.g. for Germany). This trend holds for the major occupational groups.
Compared to other occupational groups the level of income inequality of the self-employed seems to be very high. Recent studies for Germany have shown a great dispersion in the income of self-employed in particular (cp. . One of the reasons is that t he self-employed are a very heterogeneous group. This heterogeneity increased in the last decades presumably resulting in growing income inequality. In our study 2
Self-employed: Freelancers and Entrepreneurs
In our study we focus on the income distribution and re-distribution of freelancers and selfemployed. In an international comparison, in particular, we face the problem of different national labor market institutions with different understandings of occupational group ing. In general, besides the grouping into employees and self-employed, the self-employed may be divided into freelancers (liberal professions, professions, 'Freie Berufe') and entrepreneurs. Freelancers are a prominent part of the self employed ranging from the traditional professions like doctors, architects, layers, tax advisors, journalists, writers and authors, artists, designers, to new professions like information brokers and environmental consultants. Entrepreneurs, the other part of the self-employed, are carrying on a trade or are farmers.
Only recently a common definition of freelancers in Europe was given by the European Court of Justice of the European Communities 2 characterizing a freelance activity as highly qualified, marked intellectual, personal and economically independent. In many countries national legal frameworks show no clear borderline between freelancers and the selfemployed. In contrast to other countries, however, in Germany freelance work (Freie Berufe, (OJ 1977 L 145, p.1) liberal professions) is legally defined via §18 of the German Income Tax Law: According to §18 Par. 1 Einkommensteuergesetz (EStG, Income Tax Law)) a freelance ('freiberufliche') activity is characterized as a self-employed scientific, artistic, journalistic, instructional or educational activity according to an enumerated catalogue of appropriate distinct and additionally with similar occupations. 3 .
The quantitative importance of self-employed varies intensely all over Europe. In Greece, for example, at the end of the last century, the self-employed cover even one third of the active population, 4 in Germany the percentage of the self-employed of all active persons is about 9% (see Figure 1) .
Freelancers within the self-employed are of increasing importance in increasing service economies; in Germany e.g. in 2002 about 20% of all self-employed are freelancers. Since there is almost no official statistical data available with regard to freelancers such data can only achieved via inspecting microdata sets. In addition to our distributional analyses, in our study we shall be able to present such data in a European context (see chapter 5). (BVerfGE 10, 354 (364 pp) ) the following is characteristic for a freelance ('freiberufliche') activity: intellectual performance which s upport ideal values of the society; performance in own responsibility and by own working capacity and personal abilities; performance in economic independence. 4 The high percentage is probably caused by a huge informal sector.
Welfare States in an International Comparison
In the second half of the twenty century one could see the development of different patterns of welfare-state-regulation representing their different national characteristics. The comparative welfare-state research is trying to figure out a special differentiating typology. The welfarestate regime typology by Esping-Anderson (1990) covers three major categories: The social democratic model of Scandinavia, the conservative-cooperative-model of continental Europe and the liberal-model of the anglo-saxonian area.
Relevant for the differentiation are three criteria: First of all the interaction of the institutions market, family, state and household. Secondly the degree of decommodification of labor, and finally, the way structures of social-inequality are prevented, produced or reproduced by interventions of different types of regimes.
The liberal welfare-states have their main focus on the role of the market and the family. The social democratic regimes try to archive equality on the highest possible level. The institutions of the welfare state aspire to emancipate the individuals from the dependences of the market. Claims are based on the social rights of the citizen. The system of maintenance is independent form the social status. The labor market regime is oriented to the principle of full-employment. For out study we select Sweden as a representative for a social democratic regime.
The post-autoritarian regime is characterized by the fragmentation of the social security and a low level of social-benefits. There are no universal social rights. Deregulation and flexibility dominate the labor market (cp. Lessenich and Ostner 1998) . In our research framework we took Poland as an example. Table 1 summarizes constitutional elements of these welfare state regimes and our selected regime specific countries. The LIS database is a collection of household income surveys. These surveys provide demographic, income and expenditure information on three different levels: household, person and child ( see: www.lisproject.org/introduction/history.htm). The LIS/LES team harmonizes and standardizes the micro-data from the different surveys in order to facilitate comparative research. For our study the countries we selected are based on the surveys described in Table 2 . As income aggregate we use the total gross income and the net income after taxes on the household level. The total gross income includes the following components: Gross wages and salaries, farm self-employment income, self-employment income, cash property income, sick pay, accident pay, disability pay, social retirement bene fits, basic old age benefits, child or family allowances, unemployment compensation, maternity allowances, military/vet/war/-benefits, other social insurance, means-tested cash benefits, private pensions, public sector pensions, alimony or child support, other regular private income and other cash income.
The net income is the gross income less mandatory contributions for self-employed, income taxes and mandatory employee contributions. The net income aggregate is a proxi of the wellbeing of the household.
The income variables are recorded as yearly amounts in national currency. For comparable reasons we have to restrict our analyses to the household level, where the occupational status of the household head is defining the household's occupational status.
In general, income data for self-employed have to be handled with precaution. The reports for the income data of self-employed are made voluntarily. There is no way to control these reports. As addressed, final gains and losses of self-employed often only could be realized after the survey period. These restrictions have to be considered, when we interpret the empirical results of our study.
Freelancers and self-employed: LIS data definitions
Certainly, there are possibilities to define freelancer in European countries in the spirit of the mentioned European Constitutional Law judgement, however, there are many information missing at least in the LIS datafiles to shed light in such a grey colored definition attempt. Table 3 describes the country specific LIS database possible definition of the freelancer and the self-employed which is further used in our analyses. We first embed our analysis into the overall occupational situation comparing the selfemployed with the employees. The second section is about an in-depth analysis of the selfemployed analyzing the distribution and re-distribution of both the self-employed groups, freelancers and entrepreneurs, in the 80ies and 90ies.
Overall Occupational Groups : self-employed and employees
According the available data for the two decades and countries under consideration we start the presentation of our results with the distribution of pre-government-income of all occupational groups divided by the self-employed and the employees. For the pregovernment-household-income of self-employed we only have data from Germany, Sweden, France, Poland and the US. If we compare the level of inequality for the 90ies we see the highest level of inequality (measured by the Gini-coefficient) in the United States closely followed by France and Poland. In Sweden we find the most equal distribution of pre-government-income. Remarkably, inequality of self-employed income in all of our countries is significantly more pronounced than the inequality of the employees. The different levels of inequality reflect the different forms of regulation of the national labor markets. The United States with the most deregulated labor market have the highest level of inequality of pre-government income, while Sweden with the most regulated labor market in our study has the lowest level of inequality.
What's about the development of inequality from the 80ies to the 90ies? What we can see from Figure 2 is a growing allover inequality in the income-distribution of pre-governmentincome in Germany, France, and the US, from the 80ies to the 90ies. 11 In contrast to that overall picture, for the self-employed inequality even decreased in Germany and slightly in France, and the most in Sweden. The only considered country with a remarkable increase in the dispersion of self-employed income are the United States. The trends for Sweden and the US are in common with the specific structure of their labor markets.
The tax and transfer systems alter the inequality situation as follows: Figure 3 shows the highest level of inequality of post-government-income of the self-employed in Poland, followed by France and Italy. Sweden got the most equal post-government incomedistribution of self-employed. As by the pre-government inequality picture: the self-employed in all these countries remain the group with a higher inequality than the employee's group.
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This is in line with Smeeding's 2000 findings of a u-shaped inequality trend in western countries. The growth of inequality over our countries shows a similar profile for the post-government income distribution as for the pre-government income distribution.
Post-government income inequality in the 90ies: self-employed and employees Table 4 shows an in-depth inspection of the post-government inequality of our six countries. Besides the mentioned Gini-coefficients (middle income sensitive), the Atkinson indices, describing the inequality situation by two inequality aversion levels, underlines the broader lower income spread of the self-employed compared to the employees. The 90/10 relations is an illustrative measure of overall spread by the multiple of the ten percent richest income share compared to the poorest ten percent income share. In line with the other overall inequality measures this relation is in all selected countries higher for the self-employed than for the employees showing the pronounced income inequality of the self-employed. The most unequal income distribution is seen in Poland with a most pronounced richest decile share of the self-employed (with the highest Gini-coefficient , too). Next in line are the self-employed 90/10 relations for the self-employed for the US and Italy.
Ten years before, the distributional figure in particular for the self-employed was quite different. Pinpointing only the dispersion by the 90/10 relation 12 France by far and not Poland was the country in the 80ies with the most unequal self-employed income distribution (see Figure 4 ). As mentioned above, a remarkable growth of self-employed income inequality is seen for the US and Italy within that decade from the 80ies to the 90ies.
12
All further inequality measures accordingly Table 4 are availbale upon request. 
Inequality decomposition: self-employed and employees
The Theil Index decomposition by Shorrocks (1980 Shorrocks ( , 1984 answers the question how much of overall inequality (I TOTAL ) can be 'explained' by the within group (I W ) and the between group (comparison of group means, I B ) inequality:
(1) I TOTAL ,c = I W + I B = Σg I Wg + I B = Σg (n g /n) (µ g /µ) c Ic(y g ) + I B , where g is the group index, µ is the overall respective group mean, n is the number of observations, I c (y g ) is the group inequality index dependent on group's incomes y g ; the group weights w g = (n g /n) (µ g /µ) c only sums to unity when c = 0 or c = 1. We choose the Theil index with c=1 as (2) I 1 = 1/n Σ i (y i /µ) log(y i /µ).
The answer: We face a very dominant within ('intra') group inequality (I W >98%) compared to the between ('inter') group inequality of I B <2% for all of our selected countries. This very striking result of a low between group inequality is somewhat surprising, because this marks a similar inequality profile of the self-employed as well as of the employee's income despite the great divergence with regard to the inequality spread. This is in line with German results e.g. of Becker and Hauser (1995, p. 330 ) for a quite different data base, the Income and Consumption Survey of 1990 and even for the two decades ago (70ies and 80ies).
With regard to the within inequality shares (I Wg /I W ; with g=self-employed or employee) for Germany, Sweden, France and the US the employee's inequality is dominant (>80%) to explain the within group inequality. One of the reasons is the dominant number of employees, respectively low number of self-employed (around 10%), which is part of the within group's weight. Remarkably, in Italy and Poland the self-employed and employee inequality shares are equal (I Wself-employed is about 50%). In these countries the share of self-employed to the active people is much higher: the share is almost three times as large as in the other countries (around 30%). 
Re-distribution
To measure the re-distributional impacts of the tax and transfer system and complementary to the above short discussion, Blackburn's (1989) k -measure describe the re-distributional impacts by a simple re-distributive scheme: to every income unit below the median income level an equal-sized, lump-sum tax, is transferred to every unit above the median (or vice versa). The re-distributional effect, then is that value of the lump-sum as a percentage of the mean level of before tax income. The respective index partitioning is valid only for the Ginicoefficient resulting in (3) R = k/mean before tax = 2(Gini after tax -Gini before tax).
Thus, Blackburn's measure is complementary to the pure Gini before and after taxes and transfers comparisons. The country specific tax progressivities are obvious in resulting a higher lump-sum R for the self-employed compared to the employees in all selected countries.
As an example, in Sweden the tax and transfer system acts as R=12% of the mean income (i.e. k=11.818 kroner) were transferred from all above the median to all below the median.
Re-distribution of self-employedpost-government income from the 80ies to the 90ies
Our main interest is focused on the distributional and re-distributional effects of the different regimes of welfare-states with reference to the self-employed.
What we can see from Figure 5 is the unexpected result that the highest re-distributional effects for the self-employed took part in Germany and the US -even higher in both countries in the 90ies compared to the 80ies. Sweden, the social democratic type of welfare-state has one of the lowest re-distributional impacts amongst the self-employed though re-distribution increased in the 90ies compared to the 80ies. -10,6 -5,8 -3,8 -3,8 -3,8 -3,0 -5, Source: LIS-Data, own computations
Self-employed: freelancers and entrepreneurs
Now let us have a deeper inspection of the income inequality situation of the self-employed as freelancers (liberal professions, 'Freiberufler') and entrepreneurs. As we already mentioned, a further division of the self-employed into freelancers and entrepreneurs (all non freelancer self-employed) is only possible within the LIS-database for Germany, Italy, France and Poland..
A first compressed and overall description of the income inequality situation is given by the respective Gini-coefficient s. As to Figure 6 there is no unique picture in all of these countries: in the 90ies freelance compared to entrepreneurs post-government income inequality is greater in Italy (highest) and Germany (second highest). France and Poland show a similar inequality picture, however, with higher inequality for entrepreneurs.
The growth of inequality with the available Germany, France and Italy information is quite heterogeneous: Inequality has raised a lot in Italy (the Gini-coefficient increased by almost 40%!) f ollowed by Germany with a Gini-coefficient increase of about 15%. In France, national regulations and the development of the economy inequality decreased by about 20%. In contrast, to that increase and decrease inequality growth of the freelancers, the selfemployed post-government income increased in all that countries, the most in Italy, followed by France and finally Germany with almost no inequality changes. The growth of inequality with the available Germany, France and Italy information is quite
Post-government income inequality in the 90ies: freelancers and entrepreneurs
An in-depth inspection of the 90ies situation is given by Table 5 . First, Italy is the land with the most freelancers (9,2% of all active people); all other countries have a freelance quota between 1,2% and 2,8%). In Germany and Italy the post-government income for freelancers are more unequal than the entrepreneurs' distribution. However and in contrast, in France and Poland the entrepreneurs income distribution is more unequal than the freelancre's distribution.
The distributional spread measured by the mentioned 90/10 relation is most pronounced by Italy for both groups of the self-employed and in particular for freelancers: the ten percent richest freelancers in Italy earn 25 times as much as the lowest ten percent. The situation in France her e is similar for freelancers and entrepreneurs (11,4%). In contrast to the dominant freelancer spread in Germany, Italy and France, in Poland the income spread of t entrepreneurs is by far more pronounced (90/10 relation of entrepreneurs: 22, 2; 90/10 relation of freelancers 8,8), where the richest 10% entrepreneurs earn 31,9% of overall entrepreneur post-government income.
Decomposition
The within group inequality shares out of Shorrock's decomposition of the Theil inequality measure in Table 5 show that the entrepreneurs' contribution to the over all self-employed inequality profile is dominant over the freelance's contribution for all countries regarded. Remarkably, this dominance is by far more pronounced in Poland (98,1%) and France (84,9%). One of the underlying reasons for this result is the respective number of persons in each of the groups. 
Re-distribution
The strongest re-distributional impact in the 90ties is seen for Germany with Blackburn R measures of 11,2% for entrepreneurs and 8,6% for freelancers of the pre-government mean income. Accordingly Blackburn the progressive tax and transfer system in Germany acts as 9.709 DM is transferred from the above median population to the below median population (freelancers: 8.047 DM). The lowest re-distribution in the 90ies is seen for Poland. Though low, remarkably, indicated by a positive R. the tax and transfer system in Poland acts as a redistribution from the below median to the above median group.
The development of re-distribution from the 80ies to the 90ies finally shows Figure 7 for the available country information for Germany and France. Re-distribution remarkably changes in France, where in particular in the 80ies the re-distributional impact is R=-16,6% compared to the 90ies with R=-3,2%. To summarize: the distributional picture within the self-employed is quite heterogeneous with respect to the sub-division in entrepreneurs and freelancers and with respect to their country specific situation. 
Concluding remarks
The empirical results for the income-distribution of self-employed show that there is no common trend of growing inequality all over Europe. While inequality declined in Germany, France and Sweden, it increased in Italy. Further on, we can conclude with a stylized and proven fact that the self-employed have the highest level of income-inequality amongst all occupational groups.
According to the relationship of regimes of welfare-states and the income-distribution of selfemployed the empirical results partly back the theory (Table 6 ). We find the highest level of inequality in the liberal (USA), post-autoritarian (Poland) and some conservative regimes (Italy, France). As expected the lowest level exists in the social democratic regime (Sweden). The empirical results for the re-distributional impact oppose the theory. The strongest effects are found in liberal (USA) and conservative welfare states (Germany). The social democratic welfare state regime has a weak impact on re-distribution among the self-employed.
For the freelancers post-government income inequality increased in Germany and Italy while it declined in France. The level of inequality is higher for the freelancers in comparison with the self employed in Germany and Italy. The re-distributional impact differ from the period we look at. In the 80ies the strongest re-distributional effect are localized in France, for the 90ties in Germany.
Though there is need for further research in particular to the self-employed situation in different countries when a more or less official definition is not available, the results strongly indicates, that not only with regard to many further dimensions, the income situation and distribution is distinct different within the group of self-employed for freelancers and entrepreneurs. 
